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MEMORANDUM FOR THE 'BOARD -

SUBJECT: HIE-56 —~ atiached

-~

1. This is %h@ first ef a series of @stm@%s cewxﬁng
the seaze problem for varicus areas of the wrld., These estimales
wara requested by G-2 in the interests of the Muniticns Board
e@b@u@ a year ago, and authorized by .the IAC. . _

. 2, There are two aspects to the problens (&) identi~
ficatisn. of the resources of the srea which are "imp@rm%"
end (b) the estimats of the 1ikelihood of losing these resourcss.
With the first questien O/NE is not fitled to deal, amd this

" paper therefore reproduces im part the list of mscumm iden—
tified as mmg by the Economic Intelligence Commititse im
ite conbtribubtion. In ths sscond guestion —— ¢stimeding the
iikelihood of iosing thess resources —— O/HE makes ite eontri-
butiecn; this presumably consbitutes the rain jm'&iﬁmﬁm for
i@:@mﬁmg mm pap@m a3 NIE®g.

3. The mhs%&n@a of m presgsnt draft has boen \
‘dﬂ.@mss@d with O/RR; the form is the result of several su@cwaim

attompts at an accapt.abl@ dmmo

ABBOT ., SMITH
Chief, Estimates Staff
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CENTRAL IKTELLIGENCE AGENCY

6 .November' 1952

SUBJECT: NIE~56: LIKELIHOOL OF THE LOSS OF IMPORTANT HCONOMIC
HESOUWES OF THE.FAR EAST (for Board consideration)

i

THE PHROBLEM -

© To estimate i‘,_he likelihcod that those resources of the
Far, East which' ars impordant Yo the security of the US and the'
ncn-acommummt world mighz be denied, i.n whola or in part, to the

US and the non—Communist world before tha end of 19%L.
ASSUMPTION

That thers will be no general war between the Us and the

USSR during the period of this estimate.

CONCLUSIONS

. 1. The rqsc;urcés of the Far East most important to the

s andv‘the _nonf-Commzmist world ares tin,‘ tungsten, vchmrmits s rutile,
rubber, abaca, .ccconht oil, and ﬁoolc The loss of certain bésic
food commodities = wheat' riée, | dairy products, and meat ~- would
also present serious pr'oblems %o the United Kingdom, South Asia, .

and certam Far East@m countries, :

PANTr T
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2, Of these twelve commodities, the followinb alght

will almost certainly remain wholly available during the perlod of -
this estimate: chromite, rutile, abaca, coconut oil, wool, wheat,

dairy products, and meat.

| 3. Continued access to the_four,remaining’importagt Far
Bastern commodities =— tin, rubber, tungsten, and rice -- will
dépend largely upon continued containment‘of-communist forces in -
Indochina and Koraé and upon t@e maintenance of at least the present
degree of internal order in Burma, Malaya, and Indonesia. We be-
lieve thats )
a. Gomplete denial of Far Eastern tin and rubber
to non=Communist countries during the period of this
estimste is unlikely. We believe it probable that
pfesent 1evels of exportis will bte @aintainedror even
.raisedo Since the situation in the producing countries
~is unstable, howevérﬂ.the.éossibiliﬁy of temporary
intez;xfuptions of supply 'connoﬁ be excluded,
b‘.‘ The suppiy of tungsten will almost certainly
not be entirely denied to the US and probably will not
‘be ssvarely curba;leda
¢, Hice exports from wurma, Thailend and Indochina, -
which are already low as compared with pfeeYﬁorld War 11

levels, are not likely to fall lower, &nd may increase.

/

L. In addition to the commodities above listed, the

wranium production of Australia could become important to the

SECRER—
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secﬁrity interests of the US and the non-Commmist world during the
period of this estimate. This production will almost certainly not

be denied to the US and its allles.

DISCUSSION

L. - THE IuPOHTANT RESOURCKS OF THE ¥AR EAST

5. The Eér East is the source of a large number of stra-
tegic eommod‘ities x;equired by‘ the US and the n‘on-Communilst world. \
If the importance of these commodities is measured by the difficulty
their denizl mould creste for the US and the mon-Commnist |
world in allocating remaining supplies or in substituting 6there

materials, the following Far Eastern resources appear most

importants

SECIET
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Resources
Y e,

Tungsten

‘Rice

© Pin

‘Natural itubbsr

-

Chromite

Albaca

Copra'

Countrieg Possessing

South Korea

" Burma

Thailand
Australia

Indochina=Thailand-=
Burma

adays
Thailand
Indonesia
Indonesia
Malaya
Thailand

Philippines

 Philippines

Philippines
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-Description

Produces 17% of the non-Communist world's exports and
possesses one of world's three largest tungsten depos-
its. - - '

Produces 5. of non-Commupist world's exports

Produces 6% of non-Commmnist world's exports

" Produces 9% ofnon»Comunisﬁworld's exports

Produce 70% of the world's exportable surplus

Produces 38% of non-Communist world's exporﬁs
Produces 7% of non-Communist world's exports
Produces 22% of non-Communist world's exz;orts
Prodhceé L7% of non=Communist world's a#porfé
Produces 36% of non—Coxﬁmunist world's exports
Produces 6» of non=Communist world's "':“:cport's
Produces lzoéhS% of noﬁ&comuhigt world's exports
of refractory grade and 12% of metallurgical
~grade : . ‘
Produces 85% of non~Communist wox'}.d's exports

Produces L7% of non-Communist world‘'s exports

 SECHKET
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Resources . Countries Possessing . Description’
Rutile : Australia S *- . Produces 99% of nén-Communist world®s exports
Bheat S Austmlia * ' Exports ‘3,000,000 t.ons, or 13% of non«bommumst
: . . world's total expor’os

Meat and Dairy , 'Austraiia, ‘ - ~ Produce 50% of non-Communist world's exports
Vool f Ausﬁralia, N , _

- - New Zealand ’ Produce 60% of non-Communist world's exports

: - SECHET
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II. LIKGLIHOOD O LOS> OF THE MbSOUMCES Or SPECIFIC COUNTRIES

nesources 1n tne'Far Bast might be dended to the US and
its allies by local mi}.ltaxy action, by pollc. ies of :md.:.ndual gov-
ernments which m:s.ght ‘eliminate the production, %ale 5 Or allocation
of those resources, or by civil disomders which might 1mpede the

N production and transportation of these msourcesc

/7
|

A. SOUTH KOREA L . -

8. The outcoms of the current Korean arms‘tice negotlations, '

or of any polltical negotm.atlons which might. follow, will affect
| the availabilit,y of south Korean resou:z'ce;a0 If large-scals mil;‘bai'y
operations are renewed, the 'tungsten‘mines may be put out ofl oper? _
-ati‘on or cap;burede - If an armistice is co’z_lcluded and if U OCGupation '.
of South Kore: is co;lﬁinued, tungsten mining fvill probably be main=-
tainedl and the oouth Horean gqve@ent_ wiil probably ‘continue' )
“sell tungsten to the Us. The actual raié of extraction of tungsten,
‘héwever, will probably be at less tl;zan capacity levels, because of
. the chaotic character of South Korea's ‘ecdnom;ic and political life.
If UN forces should be withdrawn from Sbuth Koz'ea, conditions would
be such that a cont:.*med flow of metal from the mines to the U5
would be uncertain.
- B. INDOCHINA
/

9. The situation in Indochina wili,;‘;arobably remain sub=-
stantially unchanged duriny the period of this estimate, and the

. . SEGHET
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availebility of Indochinese resources will not be further dintnishes.
A decisive 60mni1mist military victory in Indochina WQuld exp'ose
Burma and Thailand to mcmased subversion and intimidation and
might lead to overthrow of existfmg non~Communist governments or

to their accommodation with the Communists. We estimate, howev‘er,
that. the preaent stalenate in the Indochma war will continue at
least through mid=1953 and probably through the period of this es~

timate.®
Co BUrki

10. The Burmese"(‘xqvarnment emérged from the 1951-52 elec~
tions with substanfial support, and its militarsr forces have reduced
~insurgent strength frqm'1951 levels. Although itz is improbable
that the g_overnmept will éliminate the guerrilla movemént during
. the period of this estimate or eiim*hiatel the various cczzin;nal ten-~
sions and factional quar;rels which weaken governmental stréngth
and.éffectiveness, we estimate that the present degres of stability
will not be lessened .a.nd nay vincrease during the period of this

estimate., Burmese exports will probably not decline, and may increase.
D, THAIL&ND

11. The Communist movement within Thailand is almost

certainly too weak to overthrow the regime, and probably will be

* For a more detailed discussion of this subject, see NIE-35/1,
"Probable Davelopments in Indochina ‘through Hid=1953."

SCRET
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. unable to ‘bring. about any Substéﬁtial alterations in‘govarnment
policy, or to Jeopardize the economlc life of the country .
Externallybsupported Communist act1v1tles and pressure mlght be |
more’ successful, partlcularly if there were a 31gnificant deteriorn
ation of the non~-Communist position in Burma or ‘Indochina.

Failing this, there w111 probably be no reductlon in the availability

- of Thal resources during the period of this estimats.

1

E. MALAYA

12, The Communist guerrilla movement in Malaya currently
thpeatehs the availability of Malayan.resources and will'probably '
continue to do o during the period of this estimatéo _Howevaf,
the.antinguerrilla measures recently employed bg the British hawe’
been efféctivé aﬁd will probably continue to reduce.the-strength
of thé.zusrrilla movément unless'ihe Communists introduce large=-

scale aid from the outside.
‘ Fc E\PONESUA o

- 13. The continﬁed aballability of Iﬁdonesian resources
is thfeatened bj widéspraad instability in Indonesia. The Com~
vmunist Party controls much of the lapor mcvement and exerclses '
con31darable,1nfluence through front groups. Indonesian polltical
leadership is inexperignced}and faction«fidden;, Moreover, the
rgovernméﬁt itself, though non-Communist, is.intansely nationalist

and neutralist. Instability 4s likely to continue in Indonesia

SECRET
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~

for the period of this estimate. 4s a conséquence, there may be

interference with the production' and delivery of certain resources,
The govarnment may coms under zncreasing pressure Z"cm.leftist .
elements to increase its shipments of important commodit.ies to
Soviet bloc countries. Unless the Communists should gain control

i éf mainland Southeast Asia, howevei', we belieﬁ'e that non-Conu'mmiSts
control of Indonesia will continue and that Westerh ‘acizqéss to
Indonesia's resources will not be interdicted by Communist activi’cy _

i ‘during the period of this estimate,

| G. THE PHILIPPINES

-~ 1. There is little or no likelihood that the resources
of the Philippines will be denied to the Ub and the non—Connmmzst
world during the period of this estimate. Both the major Phihpp:me
politicél parties are strongly 'anti«(‘oommunist and are developing
more competent and eﬁerget.ic' leadership. lnternal security forces
are improving and are making substential progfgss against the |
Communist~led guerrillas, B{ie'asures.are beirigitaken, with US'aid,r
to attack the causes of economic unrest. Although political and
sconomic weaknesses and suscepbibilities to Communis’o propagandé.
and subversién remain, no serious threats to the orientation and

. stability of the Philippine Government are likely to develop
: " during the period of this estimate. -

SEC RET
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15. There is no 1ike1rho$d.that ﬁhe»resources of these
countriés will be dehied to non;Soviet bloc_cbuntries during the
‘pieriod of this estimate. A highly vocal and well-organized Commu~
nist faction exists in Australia, but it is almost.certéin éhat
it will not be able to reduce the availability of Australian re=

sources to the U5 and the non-Communist world,

111. LIKELIHCX)D OF CONTINUED AVAILABILITY OF SPECL IC R SOURCES

t

A, Tin

16, Two-thirds of the tin exported by non—Communiat coun-
trles comes from Halaya, Thailand, ‘and Indonesia- of this walaya
exports over half and Indonesia about one=third. If’tin_fﬁmn the
Far Eastwere entirely denied to ﬁonrcommunist.countries, the
present rate of consumption would exhéust stockpiles within two
years, | | |

| 17. omplete loss of the tin resourcas of the Far East
is not. likely durlng ‘the period of this estlmateo It is p0851ble
that tin exports tq the US might be severely reduced fhrough the
loss or substantial reduction of exports'}rom Malaya and/or
Indonesia;'but we believe it more proSéble that the preéent levél

- of exports will be maintained or slightly increased.

 SECRET
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B, Tungsten

The US depends uponv imports for approximately 60% of its
annual consumption of tungsten., Apart from annual consusption,
the Us is buﬂdmg a stockpile which is at’presen‘b about one-third
complete, Of the total amoimt of tungste'n éxported by non-Comumunist
,éountries, Far Eastern countries account for about 35%. The
tungsten-producers in the Far East are South Korsa, Burma, Thailand,

and A_ustraliao

19. South Korea possesées'one of the world's thfeé
largest tungsten deposits (located just south of the 38th parallel).
In 1950, despite\wa}bime conditions, South Korea exported 1,6&0

v metrié toné of.tungsten or apprdximately 17% of that exported by
non~Conmunist .countries in the worlds Of ‘the other three tungsten
sourées in the Far Bast, Burma produces épproximatgly 5% of total

" non-Communist productioh; Thailand approximately 6%5 and Australi#v
approximatély 9%. Loss or substantial réduction of Fa% Eastern |
exports of tungsten to.the Wiest would have serious effects upon
the US_stockpiling program and probably would c.rfeate.s,evere-prob°

lem: of allocation for essential use.

20. There is little likelihood that the tungsten resources
" of the Far East will be entirely lost to the US and the non-Communist
_'world during the period of this estimate. Australian production,

approximately 6he-forrth of the Far Eastern supply, is ‘vix»'bually

N\
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ceirtain to i*emain a‘éailableq Burmese and Thai production will

probably also remain avazlable during the period of this estimate. |

The continued availability of South Koman production, appx-oximately
 half of the Far Eastern supply of tungsten, is less certain-e (See

- SBection II, B above.)
Co Chromite

| \.210 The Philippineé p;'odﬁce about 15% of the world's
total exportable surplus of chrox;li‘te, and about LO-LSE of the
refractory grgde of chromite, a metal of superior Quality used for
lining furnaces. Most of the Ehllipyine production is purchased
by the US. The US stockpile of refraetory ore is only about LOx |

in exceszs of one year's Philippine production., -

22, There 1is little or no likelihood that this resource

_Will be denied to the’ U‘~ and the non-»Commm:.st‘ world during the

period of t.nls estlm t‘@e
D. Rutile

23, In the ‘past five years Australia has pszduced 99 per—
, cént of the exports by non~Communist countries of ru.‘é'.:l].e;,a & metal
used priricipally for coating welding rods. Ths US &bsor_bs 60% of
ths Australlian export. Althoﬁgh the' US produces rutile, US |
consumption has far exceeded its own production since the beglnnlng

of the rearmament programo

SECHET
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2. There is virtually no likelihood that this resource
will be denied to the US and the ncn-Comunist world during the |
period of this estimate.

Eo Uranium

250-‘Australi¥ is the only country in the Fer East vhere
significant quantities of redioactive minerals have been found.
Recent discoveries indicate that Australia may become one of the
.leéding uranium‘producers of the world, The US is presently pure
chasing the Australian uranjnm’output, but is not depéndent upon
the Austraiian gource. On the other hand, if Australia in fgctv
becomes a large producer, the US will be vitally interested in

céntinued access to the supply.

26, There is virtually no likelihood that this resource
would be denied to the US and the non-Communist WOrid during the

_»period’of'ﬁhis'estimate..
F.. Rubber

27, Hubber is second ohly to tin.ih importance as a
Far Fastern resource. Three céuntrias =~ Indonesia, Malaya, and
Thailand - produce 90% of the natural ruﬁber exported by_n§h~
. Gommunist countriss of the world. Of this amount, Indonesid
produces over halfg Malava over a third; and Thailand about a

twentieth.
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28. Loss of this resource would have sericus effects.

If the US ::ont»inued its present rate 61‘ production of synthetic

rubber, the present rate of rubber consuxhpb:lon in the West could

be maintained for ohly two years. If synthetic productibn were
'incroased by a third, this period could be stretched to five yaars,
" However, matural rubber stockpiles would becomr exhausted during

this period.

29. Complete lbss of the rubber resources of the Far East
is not likely during the period of this estimate. Tt is possible
that rubber exports to the US may be severely reduced during this

; | ~ period ‘thr:)ugh the loss of substantial reduction of Vexpor't from
| Malaya and/or Indonesia, but we believe it more probablé that vthe

‘present lavel of exports will be maintained or slightly increased.
G. Fiberu

|  30. Abaca and wool are the two chief fibrous products
exported from the Far Kast. Abouf 85% of the world‘s expor;ta of
abacea, ased mmly for marine cordage, nets, and rope, comes :from
the Philippines. 7The presént Us stpckpille represents about seven
months :of Puilippines productio_n and about fourteen months .of current
' US requirements. Substitute materials could bé found for many but

not all uses.

31, Australia exports 67% of the wool exported by non-
Communist countries: The US imports about 65% of the wool it uses

in making clcthing; about LO% of these imports come from Aust.raha.o
CONFIDENTTA'I‘;
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32, There is virtually no-likelihood that either

Pnilippine abaca or Austrelisn wool will be denied to the US and :

the nqn~Communist world during the period of this estimate.

H. GCopra
33. The Philippine pioduce about: 47% of the world's

extportable. surplué of copra and coconut oil;, The two products

have certain food uses, .particularly in Burope, and extensive

industrial uses, Although USlimports are derived exclusiveiy
from the Fhilipplnes, the US. produces fats and oils from other

sources which could substantially reduce it: dependence. Wsstern

Burope, except for the UK, is heavily dependent upon Far Eastern

supplias; The U5 could probably supply Europe with substitutes

from its own surplus prnduction of fats and OllS, but this would .

createrextensive exchange and budgetary problens.

. 34, There is no likelihood that Philippine copra will

be denied to the US and the nbnnCommmﬂist world during the period

of this estimate,

1. Rice

35, 70% of the world‘s exportable surplus of rice is

grown in Indochina, Thailand, and Burma; four~fifths of the exportv

goes tu other countries of Agiao The principal importers arei
India, Malaya, Ceylon, Japan, &nd Indonesis. No country outside
Asia would be directly affected by loss of the Far Eastern rice

supply, but such loss would be critical for Malaya and Ceylon and

TN,
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would uriously affest India, Indonesia, and Japan. 7The conssquent

instability wcu_ld threaten US interests t&woughout the Far Bast,

-36, Unatable ‘ccndiltsm in Indochina, Thailend, ond
Burma bave kopt. the wvolume of rice expoirtjsv below prewar levels.
It 1s not likely to be further decreased during bhs period 03
, this asstimate, on the sontrary, some increase may oecurs

Js leet snd Dafry Products

37. Austrelis and New Zealand supply ome-third of the
nsat, one~half of the butmr‘, and one-third of the zheess enter-
ing world markets. The UK obiains about three~fonrths of its
total supply of thess products from Austraiis end New Zealand,

4

36. Loss of thess supplies is not likely during the
period of this estimate.

K. Wheat

39 Australis axports about 3 miliion tons of wheat
annually, or about 13 persent of the total exported by non-Communist
muntgfia;‘.,. Australia is the most importent exportsr of wheat within
the sterling area, Loss of this wheat would have a serious effect

upon the UK, Indis, Egypt, New Zealand, and Japan.

L4O. Loss of this supply 4= not likely during the period
of tfxis sestimata,

“SECREZ—~
‘CONFIDENTIAL
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